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445 12" Street, S.W
Washington, DC 20554

Re  Ex Parte Communication
RM-10822 / CC Docket 96-45, Wesrern Wireless Petitton to Eliminate Rate of Return Regulation of Incumbent

Local Exchange Carrners
Dear Chairman Poweii

Rural Telephone Service Company, Inc (“Rural™), a rural incumbent local exchange carner providing service in
northwestern Kansas, would like to take this opportunity to address statements made by Western Wireless (“WW™) nts
Peniion to Eliminate Rate of Return Reguiation of Incumbent Local Exchange Carriers (“Petition™). Specifically, Rural
will address statements contained 1n Artachment A to said Petition regarding the Kansas “case study” that purports to
represent certain 1ssues that arose during Rural’s audit by the Kansas Corporation Commission ("KCC™).

WW makes several statements regarding the audit of Rural by the KCC, which took place during the years 2000 and 2001.
The statements made in Attachment A related to Rural, in most instances, severely misrepresent the facts of the case. For
example, WW states thar Rural “claimed more property tax expense than it had actually paid during the test year”
(Attachment A, page 6). This statement 15 patent]y false and demonstrates a misconception of how the state ratemaking
process works 1n Kansas WW’s statement regarding property tax expense refers to a proforma, or normalizing, adjustment
made to Rural’s 1999 test year, which in this case recognized that Rural’s property tax expense was lower when measured
11 months beyond the end of the test year (1 e , November 2000). Rural did not claim expense that 1t had not paid, and
WW's statement to the contrary should be seen as incorrect propaganda.

WW also clayms that the Commission found that Rural had excess intrastate revenues of $801,533 {(Attachment A, page 6)
First of all, the amount quoted by WW does not reflect the final KCC determination. Secondly, WW is obviously
attempting to correlate state earnings and ratemaking procedures with those under the Commission’s junisdiction — namely,
interstate access and federal universal service support  This correlation, that in some way Rural’s revenue requirement on a
Kansas junsdictional basts can be compared 1o us interstate revenue requirement, cannot be made for many reasons, the
most apparent being the differing rates of return authonized by the KCC and the FCC. This, in many 1nstances, accounts for
what the KCC may find as revenue excess, when, if the same financial statements were examined under the FCC’s rules,
the company may be earning under 1ts authonized rate of return 10 the interstate junisdiction.

WW claims that Rural uses depreciation rates not permutted by the KCC. All the depreciation rates Rural utilizes have been
approved through Orders from the KCC This 1s another frivolous and exaggerated claim by WW. Finally, the inclusion of
lobbying and corporate tmage advertising expense was a misunderstanding and disagreement with the KCC on the
interpretation of the rules which can arise 1n any rate case proceeding

In summary, given the misrepresentation of facts, the Commussion should not rely on WW's Attachment A in 1ts
deliberations during this proceeding
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